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OATH OR AFFIRMATION

I, David McNally ,swear (or affirm) that, to the best of my knowledge
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W (k) A Reconciliatíon between the audited and unaudited Statementsof Financial Condition.
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W (m) A copy of the SIPC Supplemental Report.
0 (n) A report describing any material inadequaciesfound to exist or found to haveexisted since the date of the previous

audit.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of

McNally Financial Services Corporation:

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of McNally Financial Services Corporation.
(the "Company") as of March 31, 2018, and the related statements of operations, changes in stockholder's equity,
and cash flows for the year then ended, and the related notes (collectively referred to as the "financial
statements"). In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of McNally Financial Services Corporation. as of March 31, 2018, and the results of its

operations, changes in stockholder's equity, and cash flows for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

Thesefinancial statements are the responsibility ofthe Company's management. Our responsibility is to express
anopinion on these financial statements basedon our audit. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) ("PCAOB") and are required to be independent
with respect to the Company in accordance with U.S. federal securities laws and the applicable rules and
regulations ofthe Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonableassuranceabout whether the financial statements are free of material

misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to

perform, an audit of its internal control over financial reporting. As part of our audit we are required to obtain

an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on
the effectiveness if the Company's internal control over financial reporting. Accordingly, we express no such
opinion.

Our audit included performing proceduresto assessthe risk of material misstatementof the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included

examining, on a test basis,evidence regarding the amounts anddisclosures in the financial statements. Our audits

also included evaluating the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

We have served asthe Company's Auditor since 2009.

Austin • Houston



PMi3 Helin Donovan

Other Matters

The Computation of Net Capital and Aggregate Indebtedness Pursuant to Rule 1503-1 of the Securities and

Exchange Commission (the "Supplemental Schedule") has been subjected to audit procedures performed in
conjunction with the audit of the Company's fmancial statements. The Supplemental Schedule is the

responsibility of the Company's management. Our audit procedures included determining whether the
Supplemental Schedule reconciles to the financial statements or the underlying accounting and other records, as
applicable, and performing procedures to test the completeness and accuracy of the information presented in the
Supplemental Schedule. In forming our opinion on the Supplemental Schedule, we evaluated whether it,
including its form and content, is presented in conformity with Rule 15c3-1 of the Securities and Exchange
Commission. In our opinion, the Supplemental Schedule is fairly stated, in all material respects, in relation to
the financial statements as a whole.

Emphasis of Matter

The accompanying financial statements have been prepared assuming that the entity will continue as a going
concern. As discussed in Note I to the financial statements, the entity has several pending legal matters that
could negatively impact the financial condition of the Company. These conditions raise substantial doubt about
its ability to continue as a going concern. Management's plans in regard to these matters are also described in

Note 1. The financial statements do not include any adjustments that might result from the outcome of this
uncertainty. Our opinion is not modified with respect to this matter.

PMB Helin Donovan, LLP

Austin, Texas
May 29, 2018



MCNALLY FINANCIAL SERVICES CORPORATION

Statement of Financial Condition

March3I,2018

ASSETS

Cash $ 325,254

Receivable from clearing broker-dealers 158,470
Deposit with clearing company 25,000
Securities owned, at fair value 67,968
Property and equipment, net 3,458

Other assets and receivables 25,169

TOTAL ASSETS $ 605,319

LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities

Accounts payable $ 274,417
Accrued expenses 52,306

Total liabilities 326,723

Stockholder's Equity

Common stock, 2,000 sharesauthorized, $0.01 par value, 1,000 shares

issued and outstanding 10

Additional paid-in capital 104,41l
Retained earnings 174,175

Total stockholder's equity 278,596

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 605,319

See notes to fmancial statements and report of independent registered public accounting firm.
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MCNALLY FINANCIAL SERVICES CORPORATION

Statement of Operations

For the Year Ended March 31, 2018

REVENUES

Securities commissions $ 2,630,208
Insurance commissions 282,364

Advisory fees 187,622
12-bl fees 192,928

Interest income 75,332
Investment income 12,887

Fee income 164,088
Total revenues 3,545,429

EXPENSES

Commission expense 2,851,085
Payroll expenses 262,776
Professional services 193,395

Depreciation 2,070
Other expenses 144,847

Total expenses 3,454,173

INCOME BEFORE INCOME TAXES 91,256

Income tax expense 16,952

NET INCOME $ 74,304

See notes to financial statements and report of independent registered public accounting firm.
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MCNALLY FINANCIAL SERVICES CORPORATION

Statement of Changes in Stockholder's Equity

For the Year EndedMarch 31, 2018

Additional

Common Paid-in Retained

Stock Capital Earnings Total

Balance at March 31, 2016 $ 10 $ 104,411 $ I 19,871 $ 224,292

Net income - - 74,304 74,304

Dividends paid - - (20,000) (20,000)

Balance at March 31, 2017 $ 10 $ 104,411 $ 174,175 $ 278,596

See notes to financial statements and report of independent registered public accounting firm.
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MCNALLY FINANCIAL SERVICES CORPORATION

Statement of Cash Flows

For the Year Ended March 31, 2018

Cash flows from operating activities:

Net income $ 74,304
Adjustments to reconcile net income to cash provided by operating activities:

Depreciation 2,070
Unrealized gain on securities owned (12,857)

Changes in operating assets and liabilities:

Receivable from clearing broker-dealers 21,025
Other assets and receivables 6,595

Accounts payable 37,224
Accrued expenses 39,340
Net cash provided by operating activities 167,701

Cash flows from financing activities:

Dividends paid (20,000)

Net cash used in financing activities (20,000)

Net increase in cash 147,701

Cashat beginning of year 177,553
Cash at end of year $ 325,254

Supplemental Disclosures of Cash Flow Information:

Income taxes paid $ 9,246

See notes to financial statements and report of independent registered public accounting firm.
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MCNALLY FINANCIAL SERVICES CORPORATION
Notes to the Financial Statements

March 31, 2018

Note 1 - Nature of Business

McNally Financial Services Corporation (the "Company") was incorporated in the State of Texas on April
l l, 2002 and became a registered broker-dealer with the Securities and Exchange Commission ("SEC") in

September 2002 and is a member of the Financial Industry Regulatory Authority ("FINRA"). The
Company operates under the provisions of Paragraph K(2)(ii) of Rule 15c3-3 (the "Rule") of the SEC, and
accordingly, is exempt from the remaining provisions of the Rule. The Company's customers consist
primarily of individuals located throughout the United States of America.

As of and during the year ended March 31, 2018, the Company has been involved in anumber of complaints

and litigation filed against the Company related to its investment advisory business. These matters are also

currently being reviewed by the Texas State Securities Board. Pending the outcome of these matters and
their regulatory impact, these matters raise substantial doubt about the Company's ability to continue as a
going concern. The Company believes that all significant settlements arising from these claims and

litigation will becovered by the Company's insurance policies and management will work with its attorney
to defend itself in all of these matters.

The accompanying financial statements have been prepared assuming that the Company will continue as a
going concern; however, the above conditions raise substantial doubt about the Company's ability to do so.
The financial statements do not include any adjustments to reflect the possible future effects on the

recoverability and classification of assets or the amounts and classifications of liabilities that may result
should the Company be unable to continue as a going concern.

Note 2 - Summary of Significant Accounting Policies

Basis of Accounting

These financial statements are presented on the accrual basis of accounting in accordance with generally

accepted accounting principles in the United States of America. Revenues are recognized in the period
earned and expenseswhen incurred.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assetsand liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reported period. Actual
results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include cash and highly liquid investments with a maturity at date of purchase

of ninety days or less. The Company considers highly liquid investments in money market funds to be cash
equivalents.

Property and Equipment

Property and equipment are carried at cost less accumulated depreciation. Depreciation is recognized using
the straight-line method over the estimated useful lives of the related assets (three to five years), except for

leasehold improvements, which are depreciated straight-line over the shorter of the estimated useful life or
the life of the lease. Expenditures for repairs and maintenance and minor replacements are charged to
expense as incurred.
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MCNALLY FINANCIAL SERVICES CORPORATION
Notes to the Financial Statements

March 31, 2018

Long-lived assets, such as property and equipment, are reviewed for impairment whenever events or

changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measuredby a comparison of the carrying amount of an asset

to estimated undiscounted future cash flows expected to be generated by the asset. If the carrying amount

of an asset exceeds its estimated future cash flows, an impairment charge is recognized by the amount by
which the carrying amount of the asset exceeds the fair value of the asset. Assets to be disposed of would
be separately presented in the statements of financial condition, reported at the lower of the carrying amount
or fair value less costs to sell, and no longer depreciated.

Advisory Fees, 12b-1fees, and fee income
Advisory fees, 12b-l fees and fee income received are earned on a pro rata basis over the term of the
contract.

Securities Transactions

Security transactions and the related commission revenues and expenses are recorded on a settlement date

basis, generally the third business day following the transaction. If materially different, commission income
and related expenses are recorded on a trade date basis.

Insurance Commissions

Insurance commissions are recorded when the insurance products are funded by the customer and the
commission is earned.

Financial Instruments and Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties primarily
include broker-dealers and other financial institutions. In the event that counterparties do not fulfill their

obligations, the Company may be exposed to risk. The risk of default depends on the creditworthiness of
the counter party or issuer of the instrument. It is the Company's policy to review, as necessary,the credit
standing of each counter party.

Financial instruments that potentially subject the Company to credit risk include cash, receivables from

clearing broker-dealers and securities owned. Receivables from clearing broker-dealers represent cash
deposited and commissions receivable from these broker dealers and are insured by the Securities Investor

Protection Corporation. Securities owned consist of investments in registered investment companies and

are held for investment purposes. Securities that are marketable are stated at fair market value (as
determined by quoted market prices) and securities not readily marketable are carried at fair value as

determined by management of the Company. The increase or decrease in net unrealized appreciation or
depreciation of securities is credited or charged to operations.

Income Taxes

The Company accounts for income taxes using the liability method whereby deferred tax asset and
liability account balances are determined based on differences between financial reporting and tax
bases of assets and liabilities and are measured using the enacted tax rates and laws that will be in

effect when the differences are expected to reverse. Valuation allowances are established, when
necessary, to reduce deferred tax assets to the amount expected to be realized.
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MCNALLY FINANCIAL SERVICES CORPORATION
Notes to the Financial Statements

March 31, 2018

In the ordinary course of business, there are many transactions for which the ultimate tax outcome is
uncertain. The Company regularly assesses uncertain tax positions in each of the tax jurisdictions in
which it has operations and accounts for the related financial statement implications. Unrecognized tax

benefits are reported using the two-step approach under which tax effects of a position are recognized

only if it is "more-likely-than-not" to be sustained and the amount of the tax benefit recognized is equal
to the largest tax benefit that is greater than fifty percent likely of being realized upon ultimate

settlement of the tax position. Determining the appropriate level of unrecognized tax benefits requires
the Company to exercise judgment regarding the uncertain application of tax law. The amount of
unrecognized tax benefits is adjusted when information becomes available or when an event occurs

indicating a change is appropriate. The Company recognized no uncertain income taxes as of and for
the year ended March 31, 2018.

The Company files U.S. federal and U.S. state tax returns. Generally, the Company is open to

examination for the last 3 years of filed returns. For the year ended March 31, 2018, the Company
had no Texas margin tax liability.

Fair Value Measurements

The fair value of the Company's financial instruments reflects the amounts that the Company estimates to

receive in connection with the sale of an asset or paid in connection with the transfer of a liability in an
orderly transaction between market participants at the measurement date (exit price). The fair value
hierarchy that prioritizes the use of inputs used in valuation techniques is as follows:

Level 1 - quoted prices in active markets for identical assets and liabilities;

Level 2 -observable inputs other than quoted prices in active markets, such as quoted prices for similar
assets and liabilities in active markets, quoted prices for identical or similar assets and liabilities in
markets that are not active, or other inputs that are observable or can be corroborated by observable
market data;

Level 3 - unobservable inputs reflecting management's assumptions, consistent with reasonably
available assumptions made by other market participants. These valuations require significant
judgment.

The asset's or liability's fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to

maximize the use of observable inputs and minimize the use of unobservable inputs. The following is a
description of the valuation methodology used for assets measured at fair value. There have been no
changes in the methodology used at March 31, 2018.

Mutualfunds and money marketfund: Valued at the daily closing prices as reported by the fund.

Performance Share Plan

The Company implemented a Performance Share Plan (the "Plan") for certain employees of the
Company effective December 31, 2014. The Company has outstanding performance shares of stock
("unit") that have been awarded to an employee of the Company. Each unit entitles the holder to receive

either cash equal to the fair market value of the stock at the time of payment or an equal number of
shares of the common stock awarded, or partly in cash and partly in shares of stock in such proportion
as deemed appropriate by the Compensation Committee and as determined in accordance with the Plan
Agreement. The units vest over a four-year period.

9



MCNALLY FINANCIAL SERVICES CORPORATION
Notes to the Financial Statements

March 31, 2018

The Company has elected to measure and recognize compensation expense based on the intrinsic value
of the related units. The Company re-measures the intrinsic value of the units each reporting period
until the award is settled. Compensation expense must be recognized each reporting period for changes

in intrinsic value and vesting. The intrinsic value of each unit is estimated on the date of award and,
subsequently, at the end of each reporting period based on a valuation estimate of the fair value of the
Company's common stock.

Recent Accounting Pronouncements

Accounting standards that have been issued or proposed by the Financial Accounting Standards Board

("FASB") or other standards-setting bodies are not expected to have a material impact on the
Company's financial position, results of operations or cash flows.

In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update

(ASU) 2014-09, Revenue Recognition (Topic 606). This ASU provides a single, comprehensive revenue
recognition model for all contracts with customers to improve comparability within industries, across

industries, and across capital markets. The revenue standard contains principles that an entity will apply to
determine the measurement of revenue and the timing of revenue recognition. The FASB deferred the

effective date of the new revenue standard being effective for fiscal years and interim periods beginning
after December 15, 2018 and allowing entities to adopt one year earlier if they so elect. The new standard

allows for two alternative implementation methods: the use of either (1) full retrospective application to
each prior reporting period presented or (2) modified retrospective application in which the cumulative
effect of initially applying the revenue standard is recognized as an adjustment to the opening balance of

retained earnings in the period of adoption. The Company plans to adopt the new standard in the first quarter
of 2020 but has not yet determined the method by which the standard will be adopted. The Company is
currently evaluating the impact of the standard on its financial statements.

In February 2016, the FASB issued ASU No. 2016-02, Leases(Topic 842). This standard requires lessees
to recognize a lease liability and a lease asset for all leases, including operating leases,with a term greater

than 12 months on its statement of financial position. The standard also expands the required quantitative

and qualitative disclosures surrounding leases.This standard is effective for annual periods beginning after

December 15, 2019. Early adoption is permitted. This standard will be applied using a modified
retrospective transition approach for leases existing at, or entered into after, the beginning of the earliest

comparative period presented in the financial statements. Management is currently evaluating the effect of
these provision on the Company's financial position and results of operations.

Management Review

The Company has evaluated subsequent events through May 29, 2018, the date the financial statements
were available to be issued.

Note 3 - Clearing Deposit

For the year ended March 31, 2018, substantially all the commissioned brokerage transactions were settled
through Pershing, LLC ("Pershing"), as governed by a Clearing Agreement. The Company maintains a
deposit account with Pershing as part of the Company's contract for services. Pershing requires a deposit
for its services that serves as a reserve for counterparty credit risk, including default risk and settlement

risk, as well as market risk to open un-hedged positions. As of March 31, 2018, the deposit balance was
$25,000.
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MCNALLY FINANCIAL SERVICES CORPORATION
Notes to the Financial Statements

March 31,2018

Note 4 - Property and Equipment

Property and equipment consists of the following as of March 31, 2018:

Equipment $ 14,276

Leasehold improvements 4,648

Total property and equipment 18,924
Accumulated depreciation (15,466)

Net property and equipment $ 3,458

Depreciation expense was $2,070 for the year ended March 31, 2018 and is included in the accompanying
statement of operations.

Note 5 - Fair Value Measurements

Investments in mutual funds are carried at estimated fair value and categorized as level 1 of the fair value
hierarchy. Fair value has been determined by the daily closing price asreported by the fund. The following
table presents information about the Company's assets and liabilities measured at fair value as of March
31, 2018:

Quoted Prices Significant

for Active Other Significant
Markets for Observable Unobservable

Identical Assets inputs Inputs

(Level 1) (Level 2) (Level 3) Total
Description
Securities owned:

Mutual Funds $ 67,968 $ - $ - $ 67,968
Total $ 67,968 $ - $ - $ 67,968

The carrying amounts of the Company's remaining financial instruments, which include cash and cash

equivalents, receivables from broker-dealers, other assets, due to broker-dealers, accounts payable and
accrued expenses,approximate their fair values due to their short maturities.

Note 6 - Income Taxes

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. As of
March 31,2018, deferred tax assets and liabilities are not significant.

The Company's provision for income taxes differs from the expected tax expense (benefit) amount
computed by applying the statutory federal income tax rate of 34% to income before income taxes as a
result of the following:

Tax at U.S.statutory rate of 34% $ 31,027
Permanent differences and other (14,075)
Income tax expense $ I 6,952
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MCNALLY FINANCIAL SERVICES CORPORATION
Notes to the Financial Statements

March 31, 2018

In assessing the ability to realize deferred tax assets,management considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred

tax assets is dependent upon the generation of future taxable income during the periods in which those
temporary differences become deductible. Management considers the scheduled reversal of deferred tax

assets, projected future taxable income, and tax planning strategies in making this assessment.Based upon
the level of historical taxable income and projections for future taxable income over the periods which the

deferred tax assets are deductible, management believes it is more likely than not the Company will realize
the benefits of these deductible differences.

On December 22, 2017, the President signed into law the Tax Cuts and Jobs Act (H.R.1) (the "Act"). The
Act includes a number of changes in existing tax law impacting businesses including, amount other things,
a permanent reduction in the corporate income tax rate from 34% to 21%, which would take effect on April
1,2018.

Note 7 - Net Capital Requirements

The Company, as a registered fully licensed broker and dealer in securities, is subject to the SEC Uniform
Net Capital Rule ("Rule 15c3-l"). Under this rule, the Company is required to maintain a minimum net

capital and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15 to 1.Rule 15c3-1 also provides that equity capital may not be withdrawn or cash dividends paid if the

resulting net capital ratio would exceed 15 to 1. At March 31, 2018, the minimum net capital requirement
for the Company was $50,000. Net capital at March 31, 2018 aggregated $239,708. The Company's ratio
of aggregate indebtedness to net capital was 1.36 to 1at March 31,2018.

Note 8 - Lease

The Company leases office space under a non-cancelable operating lease. The effective date of the lease
was December 1,2015 and will continue for four years and two months. The Company recorded $19,070
in rent expense during the fiscal year ended March 31, 2018. The future minimum lease payments are as
follows:

Fiscal year ending March 31,

2019 $ 18,448
2020 15,639

Total $ 34,087

Note 9 - Employee Benefit Plans

The Company has a Self-Employment Plan (SEP) which covers the owner. The Company may elect to

contribute to the SEP up to 25% of the employee's earnings, subject to a maximum amount per year. The

Company accrued for an SEP Plan contribution of $35,000 at March 31, 2018.The contribution was paid
in May 2018.

The Company has a Performance Share Plan. At March 31, 2018, there was one participant with 100 units

outstanding. The weighted average exercise price of the units is $164.61 per unit. The estimated fair value
of the units was $16,461. At March 31, 2018, there were no units that were vested. The Company has
determined that the intrinsic value of the units is not material at March 31, 2018.
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MCNALLY FINANCIAL SERVICES CORPORATION
Notes to the Financial Statements

March 31, 2018

Note 10 - Contingencies

The nature of the Company's business subjects it to various claims, regulatory examinations,other
proceedings, and legal actions in the ordinary course of business.

The Company is involved in Texas State Securities Board and FINRA matters that have arisen in the
ordinary course of business.No provision has been accrued in the financial statements at March 31, 2018
for possible fines or settlements.

The Company is involved in a number of complaints and litigation filed against the Company related to its
investment advisory business that have arisen in the ordinary course of business. The Company believes

that all significant settlements arising from these claims and litigation will be covered by the Company's
insurance policies. No provision hasbeen accrued in the financial statements at March 31, 2018 for possible
settlement costs.

13



Schedule I

MCNALLY FINANCIAL SERVICES CORPORATION

Computation of Net Capital and Aggregate Indebtedness

Pursuant to Rule 15c3-1 of the Securities and Exchange Commission

For the Year Ended March 31, 2018

Total stockholder's equity qualified for net capital $ 278,596

Deductions and/or charges
Non-allowable assets:

Property and equpment, net 3,458
Other assets and receivables 25,169

Net capital before haircuts on securities 249,969

Haircuts on securities 10,26l

Net capital $ 239,708

Aggregate indebtedness

Accounts payable and accrued expenses $ 326,723

Total aggregate indebtedness $ 326,723

Computation of basic net capital requirement

Minimum net capital required (greater of $50,000 or

6 2/3% of aggregate indebtedness) $ 50,000

Net capital in excess of minimum requirement $ 189,708

Net capital less greater of 10% of aggregate indebtedness or 120% of

minimum net capital required $ 179,708

Ratio of aggregate indebtedness to net capital 1.36 to 1

Net capital, as reported in the Company's Part II (unaudited) Focus report

filed with FINRA in April 2018 $ 286,629
Audit adjustments:

Depreciation expense (2,070)

Retirement plan expense (35,000)

Federal income tax expense (16,595)

Other 6,744
Net effect of audit adjustments on net capital (46,921)

Net capital $ 239,708

See notes to financial statements and report of independent registered public accounting firm.
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McNally Financial Services Corporation

Exemption Report

SEC Rule 17a-5(d)(4)

May 29, 2018

The below information is designed to meet the Exemption Report criteria pursuant to SEC Rule 17a-

5(d)(4):

• McNally Financial Services Corporation (the "Company") is a broker/dealer registered with the
SEC and FINRA.

• The Company hasclaimed an exemption under paragraph (k)(2)(ii) of Rule 15c3-3 for the fiscal
year ended March 31, 2017.

• The Company is exempt from the provisions of Rule 15c3-3 because it meets conditions set forth
in paragraph (k)(2)(ii) of the rule, of which, the identity of the specific conditions are as follows:
• The provisions of the Customer Protection Rule shall not be applicable to a broker or dealer

who, as an introducing broker or dealer,clears all transactions with and for customers on a
fully disclosed basis with a clearing broker or dealer, and who promptly transmits all
customer fundsand securities to the clearing broker or dealer which carries all of the accounts
of such customers and maintains and preserves such books and records pertaining thereto
pursuant to the requirements of Rule 17a-3 and Rule 17a-4,asare customarily made and kept
by a clearing broker or dealer

• The Company has met the identified exemption provisions throughout the most recent fiscal year
without exception.

We (management of the Company) believe,to the best of our knowledge, the above statements to be true
and correct.

Signed t:(A
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INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING AGREED-UPON PROCEDURES
RELATED TO AN ENTITY'S SIPC ASSESSMENT RECONCILIATION

To the Board of Directors of

McNally Financial Services Corporation:

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and with the SIPC 600 Rules,
we have performed the procedures enumerated below with respect to the accompanying Schedule of Assessment

and Payments [General Assessment Reconciliation (Form SIPC-7)] to the Securities Investor Protection
Corporation ("SIPC") for the year ended March 31, 2018, which were agreed to by McNally Financial Services

Corporation (the "Company") and the SIPC solely to assist you and the other specified parties in evaluating the
Company's compliance with the applicable instructions of Form SIPC-7. The Company's management is
responsible for the Company's compliance with those requirements. This agreed-upon procedures engagement

was conducted in accordance with attestation standards established by the Public Company Accounting
Oversight Board (United States).The sufficiency of these procedures is solely the responsibility of those parties
specified in this report. Consequently, we make no representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has been requested or for any other purpose.The
procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cashdisbursement records
entries (cash disbursements journal), noting no differences;

2. Compared the amounts reported on the Annual Audited Form X-17A-5 Part III for the year ended March
31, 2018, as applicable, totaling $3,545,429 with the amounts reported in Form SIPC-7 for the year

ended March 31, 2018of $3,436,036. There were variances totaling $108,065 of net operating revenues
when comparing amounts reported in the Form SIPC-7 to the audited amounts.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers,
noting no differences; and

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments, noting no differences and

5. Compared the amount of any overpayment applied to the current assessmentwith the Form SIPC-7 on
which it was originally computed, noting no differences.

We were not engagedto, and did not conduct an examination, the objective of which would be the expression
of an opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional

procedures, other matters might have come to our attention that would have been reported to you.
******

This report is intended solely for the information and use of the specified parties listed above and is not intended
to be and should not be used by anyone other than these specified parties.

PMB Helin Donovan, LLP

Austin, Texas

May29,20l8

Austin • Houston
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM'S REVIEW

REPORT REGARDING THE EXEMPTIVE PROVISIONS OF RULE 15c3-3

To the Board of Directors of

McNally Financial Services Corporation:

We have reviewed management's statements, included in the accompanying McNally Financial Services

Corporation Exemption Report, in which (1) McNally Financial Services Corporation (the "Company")
identified the following provisions of 17 C.F.R. § 15c 3-3(k) under which the Company claimed an

exemption from 17 C.F.R.§240.15c3-3(k)(2)(ii)(the "exemption provisions") and (2) management stated

that the Company met the identified exemption provisions throughout the year ended March 31, 2018
without exception. The Company's management is responsible for compliance with the exemption
provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight

Board (United States) and, accordingly, included inquiries andother required procedures to obtain evidence
about the Company's compliance with the exemption provisions. A review is substantially less in scope
than an examination, the objective of which is the expression of an opinion on management's statements.
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to management's

statements referred to above for them to be fairly stated, in all material respects, based on the provisions set

forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities Exchange Act of 1934.

PMB Helin Donovan, LLP

Austin, Texas

May 29, 2018

Austin • Houston
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DETERMINATIONOF "SUPCNETOPERATINGREVENÚES",
ANDGENERAl.ASSESSMENT

Amendment Amkuts Íct the fiscal peradbeg ng 4/1/2016
and e ding 3131/2017 .

Ellrninte cents
ltem No.
2a.Toal revenue(FOCUSOne12 Pat.ilA Lite 9 Code4O30 3 436,036

. 2b.Addillons .
(1) TotalieŸenuefrom fnesecrifiesbusness.of subsidiaries(except nstolideles) En

predecessorsnot includedeteve.

(2) Netlossfromprincipal transactionsin securitiesin trading accounts

(3) Netlessfromprintipaltransactionsin commoditiesin trading accouts,

(4)lntérest anddividend'expensededlictedindeterminingitem22.

5) Netlessfrommanagementci orparticipationin the underwritingcadistributionof áecurites

($) Expensesotherthanadveitisingprinting,registrationfeesandlegal feesdeductedil de:ermnognet
profit frommanágementof or participationin tmderwriting ordistribution et sécurities;

NetloisfromsecuritÏesin nvestmentaccounts.

Totaladditions

20.Deductons
(1) Reventes tremthe distabutie,of shees of a registe'ed coen end investmentcenpanyi umt - a , -

Investmenttrust,iromthe saleof vanableannu.ties,teen t,ebusmessof insurance, frcn investment
• adrsory services rendered to reg:ste-ed lavestment compaaes erossrance comcarrysuarate

accounts,andfromettansactionsin securtty fJtures products,

(2) Revenuesfromcomnodity transactions.

(3) Commissions floor blokerage aid clearancepaid to other SIPC membersin connection ath
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(4) Reinbursementsfor postageir connectio,Witr p'oxy sobe:tatier,

(5)Net gain fromsecun:lesin irvestnett accounts - ~ 13,450
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(h) Treasurybhis.bankersacceptancesorcommercialcater hat nature mnenontnso' less
fromissuancedate.

(7)DifectSXpeliseSofpriilting advertisi'igandlegalfeesmcurredn connectionvait other 'aveSJe
related to the secur,tiesbusmess(reveruedefined bySection16{9)(i..)of the Act).

(8) Other revenuenotrelatedeither direct'y 0'indirectly tothe securities bussress ,
(Seeinstfucti.on,C):

(Decuct s tpe e ss T(0)000 ceprepotign .

(9)'(1)Tofatnterest anEcividerídexperse(FOCUSne 22'PARTilA Lne 13,
, Cede4075 pluslive 2b(4) above)butnoth excess , ^

of total interest and dividend mco,e * S

(u) 40%of ma-gm interest ea'net oncustenerssecurities
• '- - accounts (40% of FOCUSIme5,Cooe3950i..· · -5 - 2,558 -

Enter the greater of line (i) or (i)

Tota deoections , , 1,600,295 -

2d SIPCNet Operating Revenees , 91,835,741
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(to page i, lme2.A,) '
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